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BOLIVIA: KEY ECONOMIC INDICATORS (1) 


1980 1981 


Gross Domestic Product 


Current 5,399 7,505 
Constant 1970 dollars 1,610 (x) LeSos:. (e) 1,447 


Cost of Living (percent increase 
over previous year) (2) 24 (r) 25 (r) 297 


Total Contracted Public Debt 3,641.9 3,839.9 3,785.7 
Debt Service Payments (3) 540.9 528.0 467.8 
Internal Reserves 


Net -101.1 -246.2 -326.2 
Gross 146.8 154.2 Sk ok 


Exports 941.9 978.2 877.7 


Tin (value) (4) 378.1 343.1 21833 
Tin (volume MT) (4) 23,250 24,250 21,892 

Other Minerals (value) 236.0 212.9 141.1 
Petroleum (value) (5) 22.6 3.3: (x) 4.5 
Petroleum (1,000 bls) (5) 61501 48.9 35.6 
Natural Gas (value) (6) 222-5 326.2 (£) 381.6 
Natural Gas (millions CF) 72,029 77,540 (r) 73,222 


Imports (Gross FOB) 680.1 C7562 425.1 
Current Account (7) -139.9 -286.0 (r) -106.8 


Balance of Payments (8) 


Note: All values above are in millions of U.S. dollars except as 
otherwise noted. 


Cost of living index is that of the Central Bank 
(3) Principal plus interest 
(4) Includes alloys 
(5) Includes condensates, white gasoline, and crude 
(6) Includes LPG exports 
(7) The sum of goods, services, interest charges, and unilateral transfers 
(8) Reserve transaction basis 
(r) Revised from previous Foreign Economic Trends Report 


Source: Central Bank 
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I. INTRODUCTION AND OVERVIEW 


This report covers the period from the coming to power of President Hernan 
Siles Zuazo on October 10, 1982 through mid-1983. In that period of time, the 
Government of Bolivia has been able to address some, though not all, of the 
economic woes of the country. Siles found the economy in a_ shambles, 
suffering at least a 7.5 percent drop in GDP in 1982, an inflation rate which 
officially reached nearly 300 percent, and a balance of payments deficit 
threatening to cause Bolivia serious problems in its economic and political 
relations with the rest of the world. 


In spite of the relative newness and the lack of a clearly defined economic 
policy of the Siles Government, the Government of Bolivia (GOB) has managed to 
reduce inflation, renegotiate its debt with Argentina and Brazil, two of its 


Major creditors, reach a tentative agreement with the International Banking 
Consortium to which it owes US$ 648.8 million, stabilize somewhat its 
currency, and insure provision of basic food items in the marketplace. 
Nevertheless, concern in business circles over the communists within the 
Government has soured the investment climate in the country. Much needed 
capital, therefore, has not been forthcoming from abroad, and there has been 
significant capital flight from within the country. 


Prospects for economic assistance brightened with the coming to power of 
President Siles and his democratic and constitutional Government. Key to 
International Financial Institution (IFI) assistance, tne International 
Monetary Fund (IMF) was negotiating an Extended Fund Facility (EFF) with the 
GOB at mid-year. This agreement, if reached, would bring in about US$350 
Million in balance of payments support over the next three years. In 
addition, the World Bank is considering providing a structural adjustment loan 
of approximately US$75 million. The IDB announced US$135 million in project 
financing late in 1982. 


Bilateral aid to Bolivia, though on the rise after October 1982, will be 
limited due to the general trend in donor countries toward lower amounts of 
aid compared to levels reached in past years. The United States renewed its 
aid to Bolivia in 1982, following a two year freeze brought on by the July 
1980 military coup of General Luis Garcia Meza. The United States has 





announced over US$150 million in development and disaster assistance for 
Bolivia in FY 1983. Other important bilateral donors to Bolivia include West 
Germany, Japan, and France. 


Political events within the GOB have had negative effects on economic recovery 
in Bolivia. For example, the abrupt resignation of the six ministers of the 
Movement of the Revolutionary Left (MIR) Party in early January prevented the 
GOB from focussing on economic problems and weakened the GOB's economic 
adjustment package presented in March 1983. Criticism against several 
Ministers led to their congressional interpellation and censure against one 
of them. Political infighting kept several ministers from effectively 
Carrying out their duties and, thus, general management of the government 
oureaucracy suffered. 


Economic measures taken on November 6, 1982 were seen as a positive first step 
of the GOB to begin an economic recovery. The measures were announced as an 
attempt to provide incentives to the productive sectors of the economy to 
increase their activity. The measures included the liberalizing of tax laws 
and import duties for businesses engaged in productive activities and the 
agricultural sector, while prohiditing imports of luxury items and many 
comsumer goods into Bolivia and restricting foreign currency available to the 
Private sector py imposing a fixed exchange rate controlled by the Central 
Bank. Also included in the measures was the "de-dollarization" of domestic 
banking transactions and obligations, a reduction of several key consumer 
subsidies and the establishment of an indexed minimum wage. The measures had 
an immediate impact of reducing inflation and increasing supplies of basic 
commodities in the marketplace. Tne measures Failed to restrict government 
spending, neglecting the huge government budget deficit. 


President Siles stated that the measures were imperfect when he announced them 
and promised they would be corrected after they were in effect for 100 days. 
He claimed they were of an emergency nature and not intended to cure the 
economy. Unfortunately, political struggles in the meantime prevented the 
economic team of the Government from focussing on the measures and the 100 day 
adjustments were limited to a few salary and price adjustments, including 
gasoline, electric power, and transport. 


The Bolivian economy declined in 1982 by 9.2 percent. The National Institute 
of Statistics placed 1982 GDP at 17.7 billion 1970 pesos. The drop in GDP in 
conjunction with the strong devaluation of the Bolivian peso caused per capita 
GDP in 1982 to fall to US$ 673. The Bolivian economy has been in recession 
since 1981 when its GDP dropped by 1.03 percent. In the early and mid-70's, 
Bolivia's economy had been characterized by rapid growth and robust per capita 
GDP gains of about 3-4 percent per year. However, the need to make structural 
adjustments became evident in the late seventies wnen it was discovered that 
oil reserves in Bolivia were much lower than expected. To date, the necessary 
adjustments have not entirely been made, and this is taking its toll on 
Bolivia's financial situation. 


Due in part to the float of the peso in a parallel market in March of 1982, 
inflation was rather strong in Bolivia in that year officially reaching 297 





percent by year's end. Private estimates place inflation as high as 600 
percent for 1982. Since inflation is traditionally much lower in Bolivia (in 
1981 it was 25 percent), this presented a tremendous burden on the Bolivian 
people whose salaries rose an average of only 189 percent in 1982. 


II. MINERALS AND HYDROCARBONS 


During 1982, production of virtually all minerals continued in a depressed 
state with negative consequences for the national economy. The most important 
Causative factors remained the slow depletion of minable ore reserves, the 
lack of investment by the public and private sectors in exploration and 
development of new ore deposits, the lack of new mining and plant equipment, 
Management problems, labor unrest and strikes, and low mineral prices in 
international commodities markets. Bolivia continued as an important world 
producer of tin (fourth place in world production), tungsten (fifth place in 
world production), and bismuth (fifth place in world production). Limited 
amounts of silver, lead, and zinc were also produced. Bolivia's non-metal 
potential (lithium, potassium, etc.) remained untapped due to lack of action 
on the part of the GOB, although the Siles Government was expressing greater 
interest in development of this sub-sector. 


The state-owned mining corporation, COMIBOL, continued to be the country's 
Major mineral producer. However, a takeover of COMIBOL by the Mineworker's 
Union in April 1983 will threaten mineral production and sales in 1983. The 
Medium and Small Miners maintained their traditional levels of production in 
1982. The following table shows mineral production for 1982 which was at the 
lowest level in six years. Recovery will be very slow. 


1982 - BOLIVIA: PRODUCTION OF MINERALS 
(in Metric Tons Fine Content) 


Medium Small 
Mineral COMIBOL Miners Miners Total 


Tin 17,910 6,026 2,836 26,773 
Copper 2,266 -0- 4 2,270 
Lead 7,225 4,018 1,189 12,432 
Zinc 23,726 19,073 2,878 45,607 
Tungsten (WO3) 1,252 1,576 367 3,195 
Silver 31 24 16 71 
Bismuth 5 -0- -0- 5 
Antimony 366 10,182 3,430 13,978 
Gold (fine kilograms) -0- 152 


Source: Ministry of Mines and Metallurgy, 1983 


Mine production of tin dropped 10.2 percent compared with 1981 output. 
COMIBOL was the largest tin producer accounting for 66.9 percent of output in 





1982. Production of metallic tin continued its upward trend reflecting better 
utilization of installed smelter capacity which reached 30,000 MT/per year in 
1982. 


In 1982, Bolivia's exports continued to be dominated by minerals. Such 
exports, including mineral fuels, accounted for 47.8 percent of foreign 
exchange earnings of US$419.3 million (CIF value). Mining and metallurgy 
activity in Bolivia, considered as a whole, had an unfavorable performance in 
1982 in terms of the value of exports. This outcome was due mainly to a sharp 
decline of world prices for tin, tungsten, and antimony, Bolivia's most 
important mineral exports. The following table shows the total mineral 
exports for 1981 and 1982. 


BOLIVIA - EXPORTS OF MINERAL COMMODITIES 
(in Metric Tons fine content) 


Percent 
Commodity 1981 1982 Variation 
Tin (ore and concentrates) 5,525 3,237 41.4 
Tin (metal including alloys) LS, 725 18,654 -0.4 
Copper (ore and concentrates) 2,545 2,139 -15.9 
Lead (ore and concentrates) 15,613 L1,557 -26.0 
Zinc (ore and concentrates) 44,680 44,543 -0.3 
Tungsten (WO3 ore content) 3,091 3,272 +5.9 
Silver (complex ores) 204 151 -25.9 
Antimony (ore and concentrates) Liv lts 7,462 -33.2 
Antimony (metal, trioxide, and 
alloys) 6,586 3,429 -48.0 
Sulfur (elemental) 10,201 5,914 -42.0 
Barite 2,130 


Source: Ministry of Mines and Metallurgy, 1983 


Production of liquid hydrocarbons (crude oil plus condensate) in 1982 rose by 
10.3 percent to about 8,921,203 barrels compared to 8,091,098 barrels of 
production in 1981. This increase in production was the first in eight 
years. Oil export revenues, mainly from gasoline sales, increased 35.7 
percent to US$4.5 million compared to 1981. Natural gas production continued 
an upward trend begun in 1977. Production increased 7.05 percent to 187.8 
billion cubic feet in 1982. Revenues from natural gas exported to Argentina, 
Bolivia's sole purchaser of natural gas, increased 17.0 percent in value to 
US$381.6 million. Bolivia's natural gas revenues were jeopardized by 
Argentina's economic crisis. By September of 1982, Argentina had only made 
payments on deliveries through March. In early 1983, Argentina and Bolivia 
reached agreement on a schedule of payments for the gas deliveries to 
Argentina and Argentina should be current by the later part of 1983. 





III. TRADE 


Both Bolivian imports and exports dropped dramatically in 1982. The major 
cause of the drop in exports was lower world prices for the commodities 
Bolivia produces. Thus, the effect of the worldwide recession was hard felt 
in Bolivia. The lack of foreign exchange earnings in Bolivia created a 
shortage of dollars and the demand for imported goods consequently was reduced 
significantly. Exports went down to US$877.7 million in 1982 from US$978.2 
million in 1981. Imports dropped to US$425.1 million in 1982 from US$675.2 
thus improving Bolivia's balance of trade surplus from US$303.0 million to 
US$425.6 million. 


Bolivia's major exports were natural gas and tin. Other important exports 
were largely Limited to agricultural products of which the most important were 
coffee, wood, sugar, cotton, and rubber. Bolivia's major exports are given in 
the following table. 


1982 BOLIVIAN EXPORTS 


COMMODITY VALUE (Thousands of US$) 


Tin 274,523.5 
Tungsten 33,611.7 
Zinc 38,394.8 
Other Minerals 70,995.3 
Natural Gas 381,625.8 
LPG 12,312.8 


Sub-total traditional exports 811,463.9 
Sugar 8,859.5 
Cotton 4,931.0 
Coffee 15,535.1 
Brazil nuts 1,289.6 
Leather 1,692.7 
Beef 550.0 
Rubber 4,146.2 
Wood 13,677.0 
Whisky 453.8 
Other 33,317.0 


Sub-total non-traditional exports 84,451.9 


Total Exports 895,915.8 


U.S.-Bolivian trade dropped by 45 percent in 1982 compared to 1981. U.S. 
exports to Bolivia reached US$185.6 million in 1981, but declined to US$98.2 
million in 1982. Imports from Bolivia also suffered a drop from US$177.1 
million in 1981 to only US$101.6 million in 1982. The most important exports 





to Bolivia from the United States included metallic products, machinery, and 
transportation equipment worth US$59.5 million in 1982. Also important were 
animal and vegetable product exports totalling US$17.8 million. Imports from 
Bolivia were largely metals and metal products valued at US$79.2 million. The 
following table summarizes U.S.-Bolivian trade for 1981 and 1982. 


U.S. - BOLIVIAN TRADE 
(millions of US$) 


Commodity 1981 
U.S. Exports to Bolivia 


Animal & Vegetable products 
Chemicals 

Metallic products, machinery, and 
transportation equipment 

Other 


Total 


U.S. Imports from Bolivia 


Animal and Vegetable products 
Metals and metallic products 
Chemicals 

Other 


Total 


IV. AGRICULTURE 


Climatic factors such as extensive rain in the East and drought in the 
Altiplano (high platueau region) caused a considerable drop in production 
(estimated at over US$300 million) in the agricultural crop year 1982-83. 
This decrease, according to preliminary estimates of technical agencies of the 
GOB and USAID vary between 40 and 60 percent in comparison to the harvest of a 
normal year. It is estimated that 108,000 hectares (267,000 acres) of 


farmland were affected by floods and 246,000 hectares (608,000 acres) suffered 
from the drought. 


The following table is based on data from an Agricultural forecast study for 
1983 prepared by the Ministry of Agriculture and USAID. 





BOLIVIAN AGRICULTURAL PRODUCTION 1982-83 (In MT) 


1982 1983 1933 Shortfall 
Actual Estimated Percent Internal or 


Product Production Production Variation Stocks Demand Surplus 


102,425 -41,400 
Corn 515,960 366,022 -29.1 12,434 568,480 -190,024 
Wheat 66,000 37,294 -43.5 68,992 361,215 -254,929 
Potatoes 900,000 302,621 -66.4 140,487 925,945 -482,837 
Other 
tubers 345,004 220,414 -36.1 11,873 281,022 -48,735 
Onions 35,000 18,403 -47.4 36,000 17,597 
Tomatoes 31,850 24,032 -24.5 32,750 -8,718 


Carrots 20,000 13,340 -33.3 20,540 -7,200 
Cotton 3,900 3,221 -17.4 6,900 2,558 
Coffee 17,200 17,321 +0.7 4,963 +12,358 
Sugar 277,005 224,710 -18.9 191,624 +128,828 


V. FINANCIAL SITUATION 


Bolivia's financial situation has been deteriorating since 1977 when the 
robust economic growth brought on by international borrowing and large oil 
reserves began to decline and payments on commercial and development loans 
made in the early 70's became due. Net international reserves dropped from 
US$242 million in 1977 to a negative US$326 million in 1982, though gross 


reserves remained relatively stable at US$201 million in 1982 and US$264 
million in 1977. 


The national debt in 1982 was reduced by approximately US$54 million from the 
1981 level as no new lending occurred and the GOB was able to amortize a smail 
Portion of its debt. However, the bulk of the foreign deot payments of US$468 
Million went into overdue interest payments. When President Siles came to 
power, there was much talk of declaring a moratorium on foreign debt payments 
for several years while Bolivia tried to put its economy in order. 
Nevertheless, the GOB has repeatedly stated its intention to honor its debt 
over time according to its ability to do so. Negotiations for rescheduling 
Payments with several of Bolivia's creditors (e.g., Argentina, Brazil) have 
been successful and it seems that Bolivia is attempting to meet its 
obligations to the maximum extent possible. 


Key to Bolivia's financial situation and image will be an agreement with the 
International Monetary Fund (IMF). Negotiations with the IMF for a three 
year, US$350 million Extended Fund Facility (EEF) were progressing at mid-year 
and there was hope expressed that an agreement would be reached by September 
or October. A 1983 budget with a minimized deficit will be a condition for 
concluding an agreement with the IMF, and this was in the process of 
Preparation at mid-year 1983. 





For an improvement to occur in the Bolivian economy, severai political 
decisions will be necessary. Most of these should take place before October 
1983. They include a decision to go ahead with the Sao Paulo/Santa Cruz gas 
pipeline which, once complete (construction time is estimated at 3 years), 
will increase Bolivia's foreign exchange earnings by about 50 percent or more, 
a rescheduling of a debt owed to a consortium of international (primarily 
U.S.) banks, and a decision to enter into an agreement with the IMF which 
implies a tightening of the GOB budget. If these decisions are made, 
Bolivia's prospects for economic development will be much improved. 


vi. BEST PROSPECTS FOR U.S. EXPORTERS 


The following major projects represent the best prospects for U.S. exporters 
during 1983: 


1. Construction of the gas pipeline from Santa Cruz to La Paz. The pipeline 
is intended to increase the use of natural gas for industrial and domestic 
consumption in the cities of Cochabamba, Oruro, and La Paz. It will provide 
additional energy to the mining centers in the Oruro area. The estimated cost 
of the project is US$60 million and has IDB financing. 


2. Mutun Iron Ore/Steel Project. This projects calls for a 100,000 MT per 
year iron flats and iron sponge rolling mill located in the Santa Cruz area. 
Approximately 50 percent of the production will be for export. The plant will 
use the "direct reduction with natural gas process." Approximate cost of the 
Plant will be US$200 million. The project presently lacks financing. 


3. Santa Cruz - Sao Paulo Gas _ Pipeline. The engineering study for this 
project was completed in August 1982. The World Bank is presently considering 
financing the project. The project value is estimated to cost approximately 
US$1.8 billion and could be much higher if construction does not start soon. 


4. COMIBOL Rehabilitation Project. This project involves the purchase of new 
equipment for the 14 mining centers of COMIBOL and includes social projects 
such as hospital construction, housing, etc. The project value is US$500 
million. The World Bank is considering financing the project. 


Se 


Rehabilitation and Modernization of Bolivian National Railway (ENFE), 
Phase IV. This project includes the purchase of special rolling stock, track 
material, etc., though higher priority will be given to materials used for 
track rehabilitation. A call for bids for the purchase of the equipment is 
expected to be issued by the end of 1983 and will involve a total expendituce 
of US$40 million to be financed entirely by the World Bank. 


6. Vuelta Grande Field Development. This involves the development of YPFB's 
gas field located in Southern Bolivia. The cost will be about US$54 million 


and the Inter-american Development Bank will probably provide the financing. 
A call for bids is expected during the second half of 1983. 


7. Gold Project. The Government of Bolivia (GOB) will carry out this project 





through COMIBOL. The intentions are to exploit 10 MT of gold per year. 
Exploration and exploitation (placer) equipment will be purchased. An 
investment of about US$100 million is expected during 1983-84 to be financed 
by the Government of Bolivia and COMIBOL. 


8. The Yacuses Cement Plant. It is estimated that the Yacuses Cement Plant, 
located in Santa Cruz will cost US$105.0 million and will have an initial 
production capacity of 150,000 MT per year. A final decision by the IDB on 
financing as well as the date for the call for bids are yet to be determined. 


9. Rio Grande and Rosita Irrigation Project. The feasibility study for this 
project was completed by the U.S. firm Overseas Bechtel, Inc., in March 1982. 
The project is located in Santa Cruz. The value of the project is about 
US$400 million, however, the project presently lacks financing. 


10. Rural Electrification. Electrification of Bolivia's Central, Eastern, 
and Western regions, which will provide electricity to rural areas, is 
underway. The regions will be linked by interconnection systems. The project 


is being financed by the IDB and it is estimated that the project will cost 
US$40 million. 


* U.S. GOVERNMENT PRINTING OFFICE: 1984-421-007:574 
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